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SOME PERILS OF THE POSTAL SERVICE.-II. 

BY HENRY A. CASTLE, AUDITOR FOR THE POST OFFICE DEPARTMENT. 



A few of the defects and dangers connected with our postal 
system, as at present operated, were detailed in the last number 
of the Eeview. It was pointed out that this branch of general 
governmental functions is exceptional and abnormal, by reason 
of the fact that it earns as well as disburses money, and that it 
is, therefore, susceptible to the perils that are incident to a busi- 
ness enterprise. The whole service is a study in State Socialism. 
Although the exercise of paternalism in this department of the 
government is apparently excusable, and, indeed, necessary to a 
symmetrical development of civilization, the difficulties in its 
administration and the serious defects in its accounting methods 
which have been set forth must strengthen the conviction of 
every thoughtful student that there is, somewhere, a limit be- 
yond which this incursion into the domains of private business 
should be discouraged. 

It is the main purpose of this article to consider two or three 
proposed additions to the existing system — to point out both the 
alleged benefits thereof and the manifest objections thereto. Some 
of these propositions are apparently very near realization, as they 
are the subjects of multitudes of bills introduced at every session 
of Congress, having behind them what appears to be an increas- 
ingly favorable public sentiment. 

One of these propositions is the establishment of a postal 
savings-bank. Very active work is being done through the press 
and before Congressional committees in favor of this institution. 
The arguments presented are numerous and weighty. Among its 
advantages would be its absolute safety to depositors; the stim- 
ulus to thrifty habits it would give the working classes and young 
people; the release of an immense aggregate of unemployed 
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money, now hidden away and dead for all commercial purposes; 
the encouragement of patriotism among all classes of citizens, 
since persons having a financial stake in the government, even 
to the extent of small deposits in a postal savings-bank, would 
naturally be alive to the necessity of maintaining its strength 
and permanence. If it is a duty of the government to stimulate 
thrift and patriotism, as well as to encourage education, these 
suggestions merit our approval, unless they are counterbalanced 
by adverse considerations of greater weight. 

Some of the considerations adverse to the establishment of a 
postal savings-bank are (1.) the large number of additional em- 
ployees which would be required in post offices to transact this 
new business; (2.) the vast and complicated work of keeping the 
additional accounts which would be thrown upon the Auditor's 
Bureau; and (3.) the difficulty of finding safe and profitable in- 
vestment for the large sums that would speedily accumulate. 

There is no apparent obligation resting on the government 
to take charge of the people's savings and handle them at a loss. 
Unless the business is self-sustaining, it will be another case of 
taxing one class for the benefit of another. We are already trans- 
mitting the people's money, through the issue of money orders, 
at a considerable annual loss. This should be a warning. If the 
savings-bank is to be made self-sustaining, some plan must be 
devised for investing the money of depositors to such advantage 
that the interest promised will be paid and, in addition thereto, 
sufficient revenue received to cover all the numerous and heavy 
expenses of handling, investing and reinvesting it, besides those 
of keeping the multitudinous accounts of all these transac- 
tions. 

We may fairly assume, I think, that, if this business were en- 
tered upon with the promise of paying three per cent, annual 
interest to depositors, which is the lowest rate suggested, there 
would accumulate within five years an amount approaching a 
billion dollars of postal savings-bank deposits. The deposits 
would be made in small sums, and there would be an enormous 
outlay, in the form of large salaries to government employees, for 
handling funds, and for keeping the accounts at the Auditor's 
Office, where every deposit and every withdrawal would necessa- 
rily be debited and credited to the receiving postmaster, as well 
as debited and credited to the depositor, and where all remittances 
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made by postmasters and all transactions, including the final in- 
vestments, must be carefully recorded. 

How and where the government would find any secure invest- 
ment for these funds at a rate of interest which would reimburse 
its expenditures, is the difficult problem. Extreme socialists 
would advocate that the money be loaned to farmers on the secur- 
ity of real estate, farm stock and implements, or growing crops; 
but no sound financial authority would approve such a plan. 
Even if there were probability of a permanent national debt, it is 
clear that there is no margin in our two per cent, bonds for such 
an investment. If the money were not invested, but allowed to 
accumulate in the Treasury, not only would the loss of interest 
be fatal, but one of the primary objects of the scheme* — that of 
getting dormant funds into circulation — would be defeated. Some 
of the bills before Congress propose to pay depositors interest at 
the rate of four per cent, a year. How four per cent., or even 
two per cent., could be paid, and all the vast expenses of the 
enterprise liquidated from the proceeds of any gilt-edged securities 
afloat in the market at the present moment, is a conundrum. 

One pending bill sagely provides that the Auditor for the 
Post Office Department shall be the sole judge of the securities 
into which the deposits shall be funded, and considerately raises 
his salary five hundred dollars per annum, in view of the enlarged 
responsibilities entailed upon him by this duty. 

Appeals are made to the success of a similar institution in 
England ; but it is well known that the English government finds 
itself unable to invest the accumulations of its postal savings- 
bank in such manner as to reimburse itself for the interest paid, 
to say nothing of the enormous cost of administration. Official 
reports show that England is paying its depositors 2| per cent, 
interest, and investing their money in a 2f per cent, eonsol. For 
several years, she has been obliged to pay for these consols, in 
the open market, a premium ranging from 110 to 114. All thi3 
premium, as well as the entire expense of administration and 
accounting, is a dead loss. And no English government is strong 
enough to suggest a reduction of the interest on savings-bank 
deposits. 

That experience would be repeated here. The interest rate 
once established, no matter how unprofitable the business might 
beeome, no statesman or political party would ever dare to face 
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the wrath of several million voters thus feeding on the bounty 

of the nation, by proposing to reduce it. 

By as much as this country is greater than England; by as 
much as its wage-earners are better paid; by as much as its 
people are more prosperous and more aggressive — by that much 
would the magnitude of the operations of a postal savings-bank 
be increased here; by that much would complications, embar- 
rassments and perils be multiplied. 

The expense entailed by the enormously increased labor in 
accounting that would be required, has been alluded to. But the 
ceaseless vigilance that would be necessary to keep this accounting 
current, and the serious danger which would be involved in a re- 
laxation of vigilance, are a still stronger incentive to caution. It 
is safe to say that, if postal savings-banks were established here 
and interest paid at a rate sufficiently high to attract deposits, at 
least one thousand additional clerks would be required within five 
years to keep these accounts in the Auditor's Office. Yet none of 
the bills pending in Congress shows the slightest comprehension of 
a necessity for minute and accurate accounting. Unless its ac- 
counts were kept up with promptness and accuracy, the whole sys- 
tem would fall into utter confusion ; but experience has shown how 
reluctant Congress is to provide by adequate appropriations for 
the proper conduct of the branches which now exist. 

Another proposition, which is already the subject of attempted 
legislation, is a system of postal telegraphs. Whether the govern- 
ment buys the existing lines through condemnation or otherwise, 
or builds new lines of its own, the expenditures would from the 
outset be very large, and the annual increment of expenditures 
for extending into new regions would also be immense. But, 
assuming the lines to be already built or purchased, their attach- 
ment to the postal service would involve greatly increased dis- 
bursements. 

Additional employees would be required at mo*st offices, and 
additional compensation must be paid at those offices where the 
present force could handle the new business. A complicated 
system of additional accounts must be kept at each office, with 
its series of frequent reports showing all the transactions in detail. 
These reports would be received and audited at the Auditor's 
Office, where, unless some simpler form of accounting than now 
prevails were adopted, the original or a duplicate copy of each 
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telegram would be demanded, that the words might he counted 
and the distance computed, so as to verify the postmaster's debit 
to himself of a sufficient fee collected. Possibly, a plan of 
payment by stamps could be devised and some of these compli- 
cations avoided. But it is an instructive fact that, after many 
years' trial of stamps in prepayment of newspaper and periodical 
postage, their use has been found unsatisfactory, and by deliberate 
act of Congress abandoned. 

If by governmental absorption and operation of our telegraph 
lines the cost of transmitting messages could be greatly reduced, 
there would be a reason and, possibly, some excuse for it. But 
when we consider the liberal salaries paid to, and the short hours 
of work exacted from, government employees, as compared with 
those of similar grades in telegraph offices, we may reasonably 
doubt whether any reduction in present charges could be made, 
unless the government were willing to add still another losing 
venture to the much suffering postal system. 

The persistent and influential advocates of the postal telegraph 
in America likewise cite the experience of England as favorable 
to their views. But they have certainly failed to read correctly 
official reports readily accessible, which show conclusively that 
their pet scheme is conducted, even in that compact and populous 
land, at a large and rapidly increasing annual loss. A tabulated 
statement of the receipts and expenditures of the English postal 
telegraph every year from 1872 to 1898 shows yearly deficits. 
The deficit amounted to over £118,000 in 1872; to £471,000 in 
1887, and to £606,006 in 1898. The total loss for the twenty-six 
years was £7,235,897, or about $36,000,000. The deficit now is 
at the rate of $3,000,000 a year, and a bonded indebtedness rests 
on the telegraph system representing cost of purchase and better- 
ments amounting to over $50,000,000. 

With the wide stretches of sparsely populated and wholly un- 
inhabited territory in the United States, all of which must be 
liberally served to give satisfaction under government auspices, 
it may be left to expert mathematicians to figure out what annual 
deficit would result should we venture on this experiment. 

And England does not secure the poor boon of extraordinary 
cheapness in telegraph service by thus taxing the non-users for 
the benefit of its patrons. On the surface, rates seem to be low — 
sixpence for ten words, including address and signature. Fre- 
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quently the ten words and more are required for the address and 
signature alone, leaving the actual message to be paid for in 
addition. As a matter of fact, the cheap rates inure mostly to 
the benefit of business firms and wealthy patrons, who, by paying 
a fee of five dollars a year, may register an address, thus saving 
the expense of innumerable repetitions thereof. But the plain 
people pay nearly or quite as much for messages as they do ir 
this country, distance considered. 

The Hon. Eugene P. Loud, of California, Chairman of the 
Committee on Post Office and Post Eoads of the House of Eep- 
resentatives, discussed some of these proposed innovations in a 
recent speech. His closing remarks were as follows : 

"Let us strive to return to original principles and put behind us 
this policy of paternalism. A nation is great and strong that depends 
upon the individual efforts of its people. Government has its legiti- 
mate functions, the people theirs. Do not seek to restrain and deprive 
them of the blessings of a true democracy. The people have more 
honesty and sense than we give them credit for. The very nature of 
government ownership and management tends to stifle hope and in- 
centive, removes personal responsibility, makes man a mere machine. 
Let human incentive have full play; let the Government govern, and 
let the people strive and compete among themselves to improve and 
better the world. Then we will have a happy and prosperous people." 

This wise admonition coming from perhaps the best living 
authority on postal legislation, will convince all prudent men that 
great caution is advisable in widening our already well cultivated 
fields of paternalism. All employees of the present postal serv- 
ice, including fourth class postmasters, many of whom receive the 
entire revenues of their offices as compensation, are organized by 
divisions, and all are pushing clamorous demands for more pay. 

Even as I write, comes the revelation that fourteen postmas- 
ters and special mail carriers in the State of Georgia have been 
indicted for conspiracy to falsify their returns, swelling the 
amount of business transacted or "cancellations," in order that, 
under the peculiar laws governing the matter, the compensation 
of all might be increased. Such conspiracies are possible in many 
different branches of the system, and temptations thereto are nu- 
merous. They are difficult of detection, and still more diffi- 
cult to punish because of the political interests involved. It is 
impossible to take up such derelictions purely on their merits, 
as would be done if personal interests only were concerned. There 
seems to be a prevailing sentiment that it is much less blame- 
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worthy to perpetrate a swindle on the Government than on a 
private financial or commercial institution. 

The business nature of the mail service has even induced bold 
and open propositions to actually take the Government into part- 
nership in the conduct of some of its collateral accessories. A 
bill is pending in Congress, and has been favorably reported by 
a majority of the Post Office Committee, under the provisions of 
which an outside corporation would share profits and losses with 
the Government on a scheme for return postal-cards. The cor- 
poration offers to furnish its customers all over the country with 
these return cards, which are to be mailed to the correspondents 
of its patrons. In case the cards ever come back through the 
mail, this corporation agrees to redeem them from a fund previ- 
ously deposited somewhere for that purpose. Every Postmaster- 
General to whom this thing has been submitted has vehemently 
protested against it, and a strong minority of the House Com- 
mittee has reported adversely, denouncing it in the most vigorous 
terms. Nevertheless, at this writing it stands upon the calendar 
with a favorable majority report from the Committee, and power- 
ful lobby influence behind it. 

Only a few years ago, still another copartnership postal ven- 
ture was inaugurated, this time, however, with the public instead 
of the Government. A corporation was organized in New York 
or Chicago with a capital of $1,000,000 for the avowed purpose 
of securing the reduction of letter postage to one cent. That was 
purely a money-making proposition. This corporation through 
its agents made contracts with banks, large jobbing houses and 
other heavy patrons of the letter mail, whereby the said corpora- 
tion should receive one-half the total amount saved by said firms 
on their correspondence, during the first three years of the ex- 
istence of one-cent postage. Many thousands of these contracts 
were made, aggregating untold millions of dollars in prospective 
profits. Systematic agitation for one-cent postage was carried 
on through commercial bodies and by all other possible means of 
influencing Congress. This job, if successful, would have re- 
duced the postal revenues at once more than $30,000,000 a year, 
thereby fatally crippling the service at many points; but that 
made no difference to its energetic promoters. They pushed it 
with great energy and promise of success for a considerable period. 
Just when or why it was finally abandoned does not matter. .The 
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possibility of its resurrection is one of the things to he kept in 
mind, in considering whither this tendency is likely to lead us. 

Perhaps the most noteworthy excursion into State Socialism 
which has come to public attention is a Senate bill supported by 
voluminous arguments which have been printed and circulated at 
the public expense, and are apparently endorsed by a large ele- 
ment of our citizenship. This bill, consisting of more than sixty 
printed pages, provides for the acquisition, purchase, and condem- 
nation by the Government of all railroads lying in the States 
and Territories, and for the operation of said roads by the United 
States, attaching their entire transportation business to the pres- 
ent postal system. It stipulates that eleven Assistant Postmasters- 
General shall be appointed at an annual salary of $10,000 each, 
who shall supersede the present Interstate Commerce Commission, 
who shall be located at convenient headquarters in different parts 
of the country, and who shall have entire charge and control of 
the management of all railroads. The bill goes into minute de- 
tail regarding rates of transportation for freight and passengers, 
even stipulating the price to be paid for upper and lower berths 
in different kinds of sleeping-cars. The money for acquiring and 
constructing railroads is, of course, to be provided by the issue 
of United States bonds. Elaborate machinery is prescribed for 
all the operating functions of the system. But there is almost 
total silence in regard to the accounting features, which would 
necessarily involve the organization of a central bureau connected 
with the Auditor's Office, with so many thousand employees that 
the mind is bewildered in attempting to grasp its magnitude. 

One pertinent suggestion contained in the printed argument 
accompanying the bill is, that a postal savings-bank system can 
be founded on investments in the bonds issued to "acquire" the 
railroads. Thus, by an ingenious interlocking device, these prop- 
ositions are made to support one another. 

The postal railway plan is the ripe (or over-ripe) fruitage of 
governmental paternalism. No one can deny that it is a logical 
sequence of the milder schemes previously mentioned. Doubtless, 
it is too far in advance of current public demands to be cata- 
logued as a menacing peril at this time. But as to postal savings- 
banks, postal telegraphs, and co-partnership with corporations in 
the postal-card business — each is a burning question of the hour. 

Those who advocate Government ownership and management 
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of all so-called "public utilities," argue illogically from a basis of 
supposed success in transporting the mails with speed and accu- 
racy. The argument is illogical, because it utterly fails to con- 
sider the fact that the government avails itself of innumerable 
private enterprises in accomplishing these results through the 
mail service. The Post Office Department owns practically noth- 
ing used in the transportation of the mails, except the bags in 
which they are carried and the locks which fasten the bags. The 
railroads, steamboats, stage coaches, street ears, wagons for haul- 
ing mails to depots in cities, even the horses and carts used by 
some letter carriers, are the private property of individuals or 
corporations, and are hired for the public use. 

If the Post Office Department owned all these instrumentali- 
ties, and were obliged to keep them in repair, to increase the roll- 
ing stock and other stock, and to extend railway lines in response 
to public demand, the magnitude of the enterprise would be more 
clearly revealed. There can be no doubt that a very large share 
of the marvellous efficiency of our present postal service is due to 
the vigor, alertness, even the selfish, money-making motives, of 
the corporate and individual energies employed therein. 

The obvious conclusion of the whole matter is, that the postal 
system, being a purely commercial or financial enterprise under 
governmental auspices, is an abnormal function, requiring special 
treatment and embodying peculiar risks. The branches already 
in operation present enough complications, defects and possibili- 
ties of perversion to warrant the strenuous efforts of the highest 
wisdom for their immediate improvement. Imperfections in ad- 
ministrative methods are both numerous and important, but they 
are far outweighed and outnumbered by defects at vital points in 
the accounting service. Until these defects are remedied, and 
until we can forecast a possible limit to the prodigious strides 
which this business venture, on its present basis, is making, the 
statesman, the publicist and the plain citizen may very judi- 
ciously withhold countenance from plausible innovations. So 
magnificent an edifice must not be allowed to fall; so splendid a 
structure must not be permitted to become shaky. It must be 
buttressed and strengthened as it stands, before we can empower 
theorists to superimpose additional accretions that will menace 
the stability of such a potent instrumentality of civilization. 

Henry A. Castle. 



